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The complete SIAPs for the changes 
and additions covered by this amend­
ment are described in FAA Forms 3139, 
8260-3, 8260-4, or 8260-5 and made a 
part of the public rule making dockets of 
the FAA in accordance with the proce­
dures set forth in Amendment No. 
97-696 (35 F.R. 5609).

SIAPs are available for examination 
at the rules docket and at the National 
Flight Data Center, Federal Aviation 
Administration, 800 Independence Ave­
nue SW., Washington, DC 20591. Cop­
ies of SIAPs adopted in a particular 
region are also available for examina­
tion at the headquarters of that region. 
Individual copies of SIAPs may be pur­
chased from the FAA Public Document 
Inspection Facility, HQ-405, 800 Inde­
pendence Avenue SW., Washington, 
DC 20591 or from the applicable FAA 
regional office in accordance with the 
fee schedule prescribed in 49 CFR 7.85. 
This fee is payable in advance and may 
be paid by check, draft or postal money 
order payable to the Treasurer of the 
United States. A weekly transmittal of 
all SLAP changes and additions may 
be obtained by subscription at an annual 
rate of $150 per annum from the Super­
intendent of Documents, U.S. Govern­
ment Printing Office, Washington, D.C. 
20402. Additional copies mailed to the 
same address may be ordered for $30 
each.

Since a situation exists that requires 
immediate adoption of this amendment, 
I find that further notice and public 
procedure hereon is impracticable and 
good cause exists for making it effective 
in less than 30 days.

In consideration of the foregoing, Part 
97 of the Federal Aviation regulations 
is amended as follows, effective on the 
dates specified:

1. Section 97.23 is amended by estab­
lishing, revising, or canceling the fol­
lowing VOR-VOR/DME SIAP’s, effective 
January 11,1973:
Big Lake, Alaska— Big Lake No. 2 Airport;

VOR Runway 6, Amdt. 3; Revised.
Dothan, Ala.— Dothan Airport, VOR-A, Amdt. 

5; Revised.
Dothan, Ala.— Dothan Airport, VOR/DME 

Runway 13, Amdt. 5; Revised.
Dothan, Ala.— Dothan Airport, VOR/DME 

Runway 18, Amdt. 6; Revised.
Henderson, Ky.— Henderson City-County Air­

port, VOR-A, Amdt. 5; Revised. 
Jacksonville, Fla.— JacksonviUe International 

Airport, VOR Runway 31, Amdt. 2; Revised. 
Joliet, HI.— Joliet Municipal Airport, VOR 

Runway 13, Amdt. 1; Revised.
Spokane, Wash.— Spokane International Air­

port, VOR Runway 3, Amdt. 10; Revised.

* * * Effective December 7,1972:
Atlanta, Ga.— DeKalb-Peachtree Airport,

VOR Runway 27, Amdt. 11; Revised. 
Philadelphia, Pa.— Philadelphia Airport, VOR 

Runway 9R, Original; Established. 
Philadelphia, Pa.— Philadelphia Airport,

VOR/DME Runway 27R, Original; Estab­
lished.

* * * Effective November 22,1972:
Alma, Ga.— Bacon County Airport, VOR Run­

way 15, Amdt. 2; Canceled.

* * * Effective November 17,1972: 
Muskegon, Mich.— Muskegon County Airport,

VOR/DME Runway 6, Amdt. 1; Revised.

* * * Effective November 16,1972:
Benton Harbor, Mich.— Ross Field, VOR Run­

way 27, Amdt. 11; Revised.

2. Section 97.25 is amended by estab­
lishing, revising, or canceling the fol­
lowing SDF-LOC-LDA SIAP’s, effective 
January 11,1973:
Jacksonville, Fla.— Jacksonville International 

Airport, LOC(BC) Runway 25, Amdt. 2; 
Revised.

Spokane, Wash.— Spokane International
Airport, LOC(BC) Runway 3, Amdt. 7; 
Revised.

* * * Effective December 14,1972:
Fayetteville, Ark.— Drake Field, LOC Run­

way 16, Original; Established.

* * * Effective December 7,1972:
Atlanta, Ga.— DeKalb-Peachtree Airport, LOC 

Runway 20L, Original; Established.

3. Section 97.27 is amended by estab­
lishing, revising, or canceling the fol­
lowing NDB/ADF SIAP’s, effective Jan­
uary 11,1973:
Jacksonville, Fla.— Jacksonville International 

Airport, NDB Runway 7, Amdt. 3; Revised. 
Spokane, Wash.— Spokane International Air­

port, NDB Runway 21, Amdt. 11; Revised.

* * * Effective November 17,1972:
Americus, Ga.— Souther Field, NDB Runway 

22, Amdt. 2; Revised.

4. Section 97.29 is amended by estab­
lishing, revising, or canceling the follow­
ing ILS SIAPs, effective January 11, 
1973:
Jacksonville, Fla.— Jacksonville International 

Airport, ILS Runway 7, Amdt. 3; Revised. 
Spokane, Wash.— Spokane International Air­

port, ILS Runway 21, Amdt. 15; Revised.

* * * Effective December 7, 1972:
Philadelphia, Pa.— Philadelphia Interna­

tional Airport, ILS Runway 27R, Amdt. 1; 
Revised.

5. Section 97.31 is amended by estab­
lishing, revising, or canceling the follow­
ing Radar SIAPs, effective January 11, 
1973:
Spokane, Wash.— Spokane International Air­

port, Radar-1, Amdt. 8; Revised.

* * * Effective December 7, 1972:
Philadelphia, Pa.— Philadelphia Interna­

tional Airport, Radar—1, Amdt. 13; Revised.

6. Section 97.33 is amended by estab­
lishing, revising, or canceling the follow­
ing RNAV SIAPs, effective January 11, 
1973:
Miami, Fla.— Opa Locka Airport, RNAV Run­

way 9L, Amdt. 1; Revised.

* * * Effective December 7, 1972: 
Atlanta, Ga.— DeKalb-Peachtree Airport,

RNAV Runway 20L, Amdt. 3; Revised.
(Secs. 307, 313, 601, 1110, Federal Aviation 
Act of 1958; 49 U.S.C. 1438, 1354, 1421, 1510; 
sec. 6(c) Department of Transportation Act, 
49 U.S.C. 1655(c), 5 U.S.C. 552(a) (1))

Issued in Washington, D.C., on Novem­
ber 22,1972.

C. R. M elugin, Jr., 
Acting Director, 

Flight Standards Service.
Note: Incorporation by reference pro­

visions in §§ 97.10 and 97.20 (35 FH. 
5610) approved by the Director of the 
Federal Register on May 12,1969.

[FR Doc.72-20445 Filed ll-28-72;8:48 am]

Chapter II— Civil Aeronautics Board 
SUBCHAPTER A— ECONOMIC REGULATIONS 

[Reg. ER-781; Amdt. 3]

PART 241—-UNIFORM SYSTEM OF 
ACCOUNTS AND REPORTS FOR 
CERTIFICATED AIR CARRIERS

Miscellaneous Amendments
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 24th day of November 1972.

The purpose of this editorial amend­
ment is to correct certain errors and 
omissions which have come to our at­
tention, as follows: (1) A reference to 
the “Federal Aviation Agency” should be 
corrected to. refer to the “Federal Avia­
tion Administration” : (2) references to 
“ Civil Air Regulations” should be cor­
rected to refer to “Federal Aviation Reg­
ulations” ; (3) the word “international 
in the title of Z501 under section 19- 
5(e) should be corrected to read “inter­
airport” ; and (4) revisions should be 
made in the chart in sections (Chart of 
Profit and Loss Accounts) to correct tne 
omission of item 83, repetition of item 
84.2 and the jumbling of item 86.

In addition, we are re-inserting para* 
graph (g ), section 25, Schedule T 
which was inadvertently dropped wnen 
Regulation ER-586 was adopted on Au­
gust 6,1969 (34 F.R. 14584). However, we 
shall reinsert this paragraph (g) m - 
tion 19.2, instead of section 25, and
change, in turn, necessitates paraUel re­
visions in paragraph (d)(12) of sec 
22 and paragraph (d) (ID of 
which refer to said paragraph (g' • 

This regulation is issued by the unu 
signed pursuant to a delegation^ 
thority from the Board to the 
Counsel in 14 CFR 385.19, and 
come effective on December w. * 
Procedures for review o f / t h is ^ J g n t
by the Board are set 38554>-
of Part 385 (14 CFR 385.50 and 385̂

Accordingly, the Board her®b̂  tions 
Part 241 of the Economic g
(14 CFR Part 241) effective Decern 
1972, as follows: , nart

1. Amend Section 03 to rea
as follows:
Section 0 3 — D efinition s for P^P0̂

of This System of Accounts 
Reports 0

Airworthiness (or Air'fort̂ or com- 
applied to a p a r tic u lM  airw 
ponent part, it denotes
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such aircraft or component part to per­
form its function satisfactorily through 
a range of operations determined by the 
Federal Aviation Administration.

« * * * *
I 2. Amend paragraph (f) of section 5-4 
to read as follows:

I Sec. 5-4 Property and equipment de­
preciation and overhaul.

(f) Each air carrier shall adopt pro­
cedures of accounting for airframe and 

! aircraft engine overhauls as will effec­
tively result in the allocation of total 

; maintenance expense between account- 
: ing periods in accordance with the use of 
airframes and aircraft engines. When 
overhauls are scheduled in such a man- 

! ner as will produce a relatively equitable 
| allocation of maintenance costs between 
| accounting periods, the cost of each over­
haul may be expensed directly as per­
formed. Under circumstances in which 
overhaul procedures are such that the 
direct expensing of overhaul costs will 
not result in an equitable allocation of 
total maintenance costs as between dif- 

I ferent accounting periods the air carrier 
shall apply, consistently with respect to 
all airframe and engine types for which 
direct expensing of overhaul costs will 
not effectively produce an equitable allo­
cation of cost, the accounting procedures 

I set forth in paragraph (g) of this section 
1 5-4. For the purposes of this system of 
I accounts and reports, an airframe or 
j  aircraft engine “overhaul” shall be 
I deemed to encompass the total o f those 
I inspections or replacements of major 
j components performed in piecemeal 
.phases, or in one operation, as are re- 

I Quired to be performed at specified maxi- 
I ^  Periodic intervals by the Federal 
I n Regulations to recertify that 
I airframes or aircraft engines are in a 

completely airworthy condition. Costs 
men attach to  the routine replacement 

I Par ŝ and servicing or inspec-
I nJf 01 â rames and aircraft engines, 
I on a recurrent but not sched-
1 mi* or 0n a scheduled basis with- 

maint j'kdrawa.l from line service, to 
I in a« ain airframes and aircraft engines 

Sm?H0°Pej^ ting condition, shall not be 
eX~ ° -  ** “overhaul” but shall be 
maint«^ directly as ordinary recurrent 

I terial Extraordinary costs of ma-
amounts associated with the re-newni wiux une re-

frame«? ! ^ a °r structural parts of air- 
scope of n̂ airc,raft euiines beyond the 
which nT.0nprnaal Periodic overhauls, or 
approximatfCUrrea at Periodic intervals approximating the depreciable service
type«? t« eairframe and aircraft engine 
sidereri tŴ ch related, shall not be con- 
be arpm, *. j overhauls. Such costs shall 
diargeable6? f<5 ,aS restoration of assets
count. The cost'of * * * * *  property ac‘togethi : °°St of eomPonents removed, 
servesshahhh trelated depreciatioh re- 
and accounted ated as retired property
event w ent^t r aCCOrdingly- In the 
eompoiPn f  11011 of the cost of the Points removed is not feasible, the

costs entailed in substituting components 
may be charged against the related 
depreciation reserves.

* * * * *

3. Amend section 7 to read in part as 
follows:
Section 7— Chart of Profit and Loss 

Accounts

Objective classification of profit and loss elements

Functional or financial activity to which 
applicable (00)

82
83
84

85
86

Unapplied cash discounts...........................................- ............... .
Interest income......................... ....................................... .•..........
Income from subsidiary companies and dividend Income
84.1 Income from subsidiary companies....................................
84.2 Dividend income—other than subsidiary companies___
Foreign exchange adjustments........ ............................................
Income from nontransport ventures...........- ...............................

81
81

81.
81
81
81.

Group I 
carriers

81
81

Group II Group III 
carriers carriers

81.
81.

81.
81.
81.
81.

81.
81.
81.
81.

4. Add paragraph (g) to section 19-2 
so that the section will read in part as 
follows:
Sec. 19—2 Maintenance of data.

*  *  *  *  *

(g) Each air carrier shall submit to 
the Civil Aeronautics Board a detailed 
statement of its method of computing 
available ton-miles and available seat- 
miles for each type of aircraft operated. 
Also, any future changes in methods of 
computation shall be submitted, subject 
to review and approval by the Civil Aero­
nautics Board. (See section 22(d).) The 
measurement of available aircraft capac­
ity may reflect company minimum fuel 
requirements in lieu of the requirements 
under Federal Aviation Regulations, 
provided that the use of such company 
fuel requirements is indicated in the 
above statement and that the statement 
contain certification by a responsible 
company official that said fuel loads are 
not in excess of company safety require­
ments. The reason for exclusion of any 
installed seats in the computation of 
available seat-miles with respect to any 
aircraft type and the provisions made 
for protecting against the sale of such 
seats, shall be described in this statement 
and shall be certified to by a responsible 
company official. (See section 03 “ seats 
available.” )

5. Amend paragraph (e) of sec. 19-5 
to read in part as follows:
Sec. 19—5 Air transport traffic and ca­

pacity elements.
*  *  *  *  *

(e) The elements, by category and 
alpha-numeric code, for which data are 
to be maintained in accordance with the 
above are as follows:

A irport- to -A irport T raffic and 
C apacity D ata

Z501 Interairport distance. The great 
circle distance, in statute miles, between 
airports served by each flight stage, as 
published in the Civil Aeronautics 
Board’s “ Official Route and Mileage 
Manual.” (See Part 247 of the Economic 
Regulations.)

* * * * *
6. Amend paragraph (d) (12) of sec­

tion 22 to read as follows:

Section 22— General Reporting 
Instructions

*  *  *  *  *

(d) Statements of accounting * * * 
* * * * *

(12) Procedures for computing avail­
able seat-miles and available ton-miles 
for each aircraft type, as required by 
paragraph (g) in section 19-2.

*  *  *  *  *

7. Amend paragraph (d ) ( l l )  of sec­
tion 32 to read as follows:

Section 32— General Reporting 
Instructions

* * * * *
(d) Statement of accounting * * * 

* * * * *
(11) jProcedures for computing avail­

able seat-miles and available ton-miles 
for each aircraft type, as required by 
paragraph (g) in section 19-2 and par­
agraph (i), in section 35, Schedule T - 
3.1.

* * * * *
8. Amend paragraph (i) of the in­

structions for Schedule T-3.1 in section 
35 to read as follows:

Section 35— Traffic and Capacity 
Elements

* * * * *
Schedule T-3.1— Statement of Traffic 

and Capacity Statistics 
* * * * *

(i) Each supplemental air carrier 
shall submit to the Civil Aeronautics 
Board a detailed statement of its method 
of computing available ton-miles and 
available seat-miles for each type of 
aircraft operated. Also, any future 
changes in methods of computation shall 
be submitted, subject to review and ap­
proval by the Civil Aeronautics Board. 
(See sec. 32(d).) The measurement of 
available aircraft capacity may reflect 
company minimum fuel requirements in 
lieu of the requirements under Federal 
Aviation Regulations, provided that the 
use of such company fuel requirements is 
indicated in the above statement and 
that the statement contain certification 
by a responsible company official that
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said fuel loads are not in excess of com­
pany safety requirements. The reason for 
exclusion of any installed seats in the 
computation of available seat-miles with 
respect to any aircraft type and the 
provisions made for protecting against 
the sale of such seats shall be described 
in this statement and shall be certified 
to by a responsible company official. (See 
sec. 03 “seats available.” )

* * * * *  
(Section 204(a) of the Federal Aviation Act 
of 1958, as amended, 72 Stat. 743 ; 49 U.S.C. 
1324)

By the Civil Aeronautics Board.
[ seal] R . T enney  J ohn son , 

General Counsel.
[FR Doc.72-20492 Filed 11-28-72;8:52 am]

Title 1 7 — COMMODITY AND 
SECURITIES EXCHANGES

Chapter II— Securities and Exchange 
Commission

[Release Nos. 33-5337, 34-9882, 35-17781, 
IC—7526, IA-352.]

PART 202— INFORMAL AND OTHER 
PROCEDURES

Consent Decrees in Judicial or 
Administrative Proceedings

The Securities and Exchange Commis­
sion today announced adoption of a pol­
icy with respect to consent decrees in 
judicial or administrative proceedings 
under the laws which it administers. In 
this connection it has amended § 202.5 
of Part 202 of the Code of Federal Regu­
lations relating to informal and other 
proceedings, as indicated below.

C om m ission  A ction

Pursuant to the authority granted in 
section 19 o f the Securities Act of 1933, 
section 23(a) of the Securities Exchange 
Act of 1934, section 20 of the Public 
Utility Holding Company Act of 1935, 
section 38 of the Investment Company 
Act of 1940 and section 211 of the In­
vestment Advisers Act of 1940, the 
Securities and Exchange Commission 
hereby amends § 202.5 of Chapter n  of 
Title 17 o f the Code o f Federal Regula­
tions by adding thereunder a new para­
graph (c) reading as follows;
§ 202.5 Enforcement activities.

* • * * *
(e) The Commission has adopted the 

policy that in any civil lawsuit brought 
by it or in any administrative proceeding 
of an accusatory nature pending before 
it, it is important to avoid creating, or 
permitting to be created, an impression 
that a decree is being entered or a sanc­
tion imposed, when the conduct alleged 
did not, in fact, occur. Accordingly, it

hereby announces its policy not to per­
mit a defendant or respondent to con­
sent to a judgment or order that imposes 
a sanction while denying the allegations 
in the complaint or order for proceedings. 
In this regard, the Commission believes 
that a refusal to admit the allegations 
is equivalent to a denial, unless the de­
fendant or respondent states that he 
neither admits nor denies the allega­
tions.
(Secs. 19, 209, 48 Stat. 85, 908, 15 U.S.C. 
77s; sec. 23(a), 48 Stat. 901, sec. 8, 49 Stat. 
1379, 15 U.S.C. 78w(a); sec. 20, 49 Stat. 833, 
15 U.S.C. 79t; sec. 38, 54 Stat. 841, 15 U.S.C. 
80a-37; sec. 211, 54 Stat. 855, sec. 14, 74 Stat. 
888, 15 U.S.C. 8 0b -ll)

The Commission finds that the fore­
going amendment relates only to rules 
of agency organization, procedure and 
practice and, therefore, notice and pro­
cedures specified in 5 U.S.C. 553 are un­
necessary. The foregoing amendment is 
declared to be effective immediately.

By the Commission.
R onald F. H u n t , 

Secretary.
N ovember 28, 1972.
[FR Doc.72-20559 Filed 11-28-72;8;54 am]

[Release No. 34-9856]

PART 240— GENERAL RULES AND 
REGULATIONS, SECURITIES EX­
CHANGE ACT OF 1934
Broker-Dealers; Maintenance of 

Certain Basic Reserves
The Securities and Exchange Commis­

sion today announced the adoption of 
Rule 15c3-3 (17 CFR 240.15c3-3) under 
the Securities Exchange Act of 1934 (the 
“Act” ) . The rule provides a formula for 
the maintenance by broker-dealers of 
basic reserves with respect to customers’ 
cash and cash realized through the util­
ization of customers’ securities and 
enunciates standards for broker-dealers 
concerning the physical possession or 
control of fully-paid and excess margin 
of customers’ securities.

On September 14, 1972, in Securities 
Exchange Act Release No. 9775, (37 F.R. 
20260), and on two other occasions, May 
31, 1972, in Securities Exchange Act Re­
lease No. 9622, (37 F.R. 11690) and 
November 8,1971, in Securities Exchange 
Release No. 9388 (36 F.R. 22312) the 
Commission proposed Rule 15c3-3 and 
sought public comment. It has considered 
the comments and suggestions received 
in response to the proposals and now 
adopts the rule as set forth below. The 
basic principles and format of the Sep­
tember 14, 1972, proposal have been 
retained, the modifications to the Sep­
tember 14th proposal being primarily 
technical and in one instance to meet a 
hardship wich was represented to exist 
by certain members of the financial 
community.

O bjectives of R ule 15c3-3
It is the Commission’s view that, in the 

context of the other customer protective

provisions it has recently adopted,1 Rule 
15c3-3 as adopted herein is well fash­
ioned to furnish the protection for the 
integrity of customer funds and securi­
ties as envisioned by Congress when it 
amended section 15(c) (3) of the Act by 
adopting section 7(d) of the Securities 
Investor Protection Act of 1970 (the 
“ SIPC Act” ) . In meeting the Congres­
sional directive for rules regarding the 
acceptance, Custody and use of custom­
ers’ securities and the maintenance of 
reserves with respect to customer de­
posits and credit balances the Commis­
sion seeks to accomplish the following in 
Rule 15c3-3:

(i) To insure that customers’ funds 
held by a broker-dealer (both free credit 
balances and deposits which may be re­
stricted as to withdrawal) and the cash 
which is realized through the lending, 
hypothecation and other permissible 
uses of customers’ securities are deployed 
in safe areas of the broker-dealer’s busi­
ness related to servicing his customers, or 
to the extent that the funds are not de­
ployed in these limited areas, that they 
be deposited in a reserve bank account. 
In this regard, the Commission has taken 
a broad view of the Congressional man­
date by requiring that the reserve ac­
count include all funds which have as 
their source customer assets.

(ii) To require a broker-dealer 
promptly to obtain possession or control 
of all fully-paid securities and excess 
margin securities carried by that broker- 
dealer for the account of customers and 
to require him to act within designated 
time frames where possession or control

as not been established.
(iff) To accomplish a separation of the 

rokerage operation of the firm’s busi- 
ess from that of its firm activities such 
s underwriting and trading.

(iv) To require a broker-dealer to 
laintain more current records. Thus, 
tule 15c3-3 requires a daily determlna- 
ion of security locations and periodic 
omputations of the reserve.

(v) To motivate the securities ihdus*
ry to process its securities transact!0  ̂
l a more expeditious manner. This 
articularly important in the area of tn 
ule which penalizes a broker-dealer u 
security is in a location which the c, 
fission has determined to be unacc P  ̂
ble or has been out of the broker-d 
r’s possession for too long a period, 
xample in transfer. , _

(vi) To inhibit the unwarranted 
ansion of a broker-dealer s bus 
irough the use of customers fun 
rohibiting the use of those funds
jr designated purposes. „rn(rram

(vii) To augment the broad Prof™T

.mong these are Rules: /establish-
life rule); 17a-5(J) and 17̂ V (ef ^ ffl); 
an effective early earning 

5 as amended (requiring customers); 
of financial' information t  ^  net
-1 as amended f  and 15cS-l »
;al requirements) ; 16bl-a ^ s h ­
aded (imposing high “ in^^equiring 
net capital requirementsi a n d w 
lied threshold information desig 
t conservative operation).
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which the Commission has been develop­
ing as a result of the financial crisis ex­
perienced by the securities industry dur­
ing the 1968-70 period.

(vüi) To facilitate the liquidations of 
insolvent broker-dealers and to protect 
customer assets in the event of a SIPC 
liquidation through a clear delineation 
in Rule 15c3-3 of speciflcially identi­
fiable property of customers.

In seeking these objectives the Com­
mission has made every effort to make 
Rule 15c3—3 flexible enough to be com­
patible with the accounting, clearance, 
settlement, and depository systems pres­
ently operating or being developed in the 
securities industry. It is hoped that the 
rule will encourage the further develop­
ment of these systems which will increase 
the protection of customers’ funds end 

_ securities with the concomitant reduction 
" in the need for this rule particularly in 
; regard to those sections dealing with ob- 
i taining possession o f securities which 
have not been brought under the broker- 
dealer’s control within the normal set- 

j tlement period. Where the provisions of 
the rule are at odds with present opera­
tional methods or where they require the 
development of new recordkeeping in­
formation it is because in the judgment 
of the Commission such systems or in­
formation are necessary to a compre­
hensive program of investor protection 
consistent not only with express con­
gressional intent but with the high 

I standards of financial responsibility 
I which must prevail in the brokerage 
I «immunity. At the same time, however, 
I the rule permits the smaller broker- 
I dealer who does not hold customer funds 
1 securfties to effectuate his customer 
I transactions through a special bank ac- 
wunt and thereby avoid the computa- 
™  ^  determinations of this rule 
which because of his size and capacity 
may be onerous to him.

I IT8.10**1 Possession or Control op
f m v  Pam and Excess M argin S e-  

I CUWTŒS
An important element of Rule 15c3-3 

tiftneeKeqü?remen*' *or daily détermina- 
S f oby, the broker-dealer of the fully 
nhveî i excess margin securities in his 

M X « Possession or control. The 
of thf su,bparagraPhs of paragraph (d) 
within ^ .e inscribe the time periods 

1 ax broker-dealer must act
or ^ d e r  his Possession

I show a rtofi Ï  daUy determinations
I era’ resPect to his custom-

curitfe TfPtho excess margin se- 
close nf « *5 determination as at the 

I Physical a „given business day reveals I or control of aU se-I ̂  in such ̂ P r̂ticular required to 
hntmuÎhnQr0ker' dealer’s Possession or 

during «S PW raph (b> <2) states that, 
bWr-d?aw 0U0Wing business .day, a

I ^ S o f  sJPhimay effect deUvery of
I fulfill any ofht w UH l epeiYed that day to 
I tions. W 01 that day s delivery obliga-

I bfiTlrela«nPê t 10 the Provisions o f the
I »aph ^ r o l  locations, para-I application uhas heen Pbanged to permit 

V registered exchanges or

the NASD with respect to the designation 
of foreign locations deemed to be good 
control under the rule. Additional points 
of control of securities under the rule 
are: securities held by a bank custodian, 
not subject to a lien or claim, which must 
be delivered to the broker-dealer upon 
demand without payment of money or 
other value (paragraph (c) (5 ) ) ;  securi­
ties held by a branch office or in transit 
between offices of the broker-dealer, or 
held by a guaranteed corporate subsid­
iary under the control of and operated 
as a branch office of the broker-dealer 
(paragraph (c) (6 ) ) ; securities in the 
custody or control of a clearing corpora­
tion or carried in a special omnibus ac­
count (as defined) (paragraphs (c )(1 ) 
and (c) (2 ) ) ; securities in transfer not 
in excess of 40 days (paragraph (c) (3 ) ) ; 
and finally, to provide flexibility to deal 
with future developments in the securi­
ties industry, securities in such other 
locations as the Commission, upon ap­
plication or on its own motion, finds 
adequate for the protection of customers.

Paragraph (d) (1) of the rule provides 
for 2 business days and 5 business 
days, respectively, for the release of se­
curities from a lien and for the return 
of the loaned securities in order to re­
duce them to possession or control for 
compliance with the rule. In addition, 
under paragraph (d )(2 ), the time after 
which a fail ta receive must be reduced 
to possession through a buy-in or other 
procedure is 30 days.
R eserves W ith  R espect to Customers ’ 

F unds

The revisions to the formula for de­
termination of the reserve are princi­
pally technical in nature. In response to 
a number of public comments that Note 
B (1) to the formula may have a signifi­
cant impact on the smaller broker-dealer 
in its ability to engage in the business of 
margin lending, the point at which debit 
balances in margin accounts are required 
to be reduced as permissible debits in the 
formula as a result of concentration in 
an underlying security collateralizing 
such margin indebtedness has been 
raised from 10 percent to 15 percent. 
Otherwise the formula has been retained 
in a form and concept identical to the 
September 14th proposal, placing on the 
credit side (items 1 through 9) funds for 
which the broker-dealer must be ac­
countable and on the debit side (items 
10 through 12) permissible areas where 
such funds may be deployed, otherwise 
to be deposited in a special reserve bank 
account (paragraphs (e)(1 ) and (e)(2 ) 
of the rule). The computation frequency 
has also been retained, monthly for the 
smaller firm and weekly for the firm 
which has aggregate indebtedness ex­
ceeding 800 percent of net capital or 
holds custom«* funds in excess of $1 mil­
lion, as defined in the rule.

Exem ptio ns

Subparagraph (k) (2) (B) exempts a 
broker-dealer whose transactions with 
customers consist exclusively o f acting 
as an introducing broker-dealer to a 
clearing broker-dealer on a fully dis­

closed basis, and who transmits all cus­
tomer funds and securities to the clear­
ing broker-dealer who, in turn, carries all 
of the accounts of such customers. An 
additional exemption has been provided 
(subparagraph (k) (2) (A) ) with respect 
to broker-dealers who carry no margin 
accounts, promptly transmit all cus­
tomer funds and deliver all customer se­
curities, do not otherwise hold funds or 
securities of customers and who effectu­
ate all financial transactions with cus­
tomers through one or more bank ac­
counts designated as “ Special Account 
for the Exclusive Benefit o f his Cus­
tomers.”  As with the Reserve Bank Ac­
counts, a broker-dealer maintaining such 
a Special Account must receive and pre­
serve a notification from the bank that 
the deposits are for the exclusive benefit 
of the broker-dealer’s customers and are 
not subject to any lien or charge in favor 
of the bank or any person claiming 
through the bank. These exemptions are 
designed to provide an approach which 
alleviates difficulties many small and 
medium size broker-dealers may have in 
complying with the rule. At the same 
time the exemptions result in the com­
plete separation of customer funds and 
property and afford protection over cus­
tomer assets comparable with that to be 
attained under the provisions of the rule. 
The procedures outlined in these exemp­
tions are consistent with one of the prin­
cipal objectives of the SIPC Act that cus­
tomer funds and securities not be ex­
posed to risk of loss through broker- 
dealer insolvency.

O ther P rovisions
The provisions of paragraph (1) de­

lineate the right of a customer to de­
livery of his fully-paid and excess mar­
gin securities. Paragraph (1) articulates 
the existing rights of broker-dealers to 
impose maintenance and other margin 
requirements as permited by § 220.7(b) 
of Regulation T, provided that such re­
quirements are imposed equitably and 
reasonably.

Paragraph (m) requires a broker- 
dealer who sells a security for a cus­
tomer to obtain possession no later than 
10 business days after the settlement 
date. Additionally, this paragraph clari­
fies that a broker-dealer who maintains 
a separate omnibus account conforming 
to section 4(b) of Regulation T  with 
another broker-dealer is not to be 
deemed a customer of such other broker- 
dealer for the purposes of the 10 business 
day limitation.

Regarding the Commission’s exercise 
of authority under section 6 (c )(2 )(C )
(iii) of the SIPC Act, the rule provides 
that all fully-paid and excess margin 
securities in the broker-dealer’s physical 
possession or control or in transfer or 
stock dividend receivable shall constitute 
the specifically identifiable property of 
those customers entitled thereto as evi­
denced from the broker-dealer’s records 
or as is established otherwise by the pre­
ponderance of the evidence or other 
demonstration, as the respective cus­
tomers’ interests may appear. The cash 
and qualified securities in the Reserve 
Bank Account are determined to be the
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specifically identifiable property of cus­
tomers with free credit balances. To the 
extent that the specifically identifiable 
property of any group of customers is not 
sufficient to satisfy all their claims, the 
property is to be prorated among them. 
In the event, however, that such prop­
erty should exceed the aggregate claims 
of such customers, the excess is to be 
placed in the Single and Separate Fund 
which is provided for in section 6(c) (2) 
(B) of the SIPC Act for customers gen­
erally.

Paragraph (n) provides for extensions 
of the time in which a broker-dealer is 
required to buy-in securities as specified 
in the rule upon good faith application 
to a self-regulatory body which would 
grant such extensions in only excep­
tional circumstances. Any extensions 
granted must be recorded together with 
the justification therefor and preserved 
for a period of not less than 3 years.

Impact and M onitoring

Rule 15c3-3 represents the first com­
prehensive program undertaken by the 
Commission to provide regulatory safe­
guards over customers’ funds and securi­
ties held by broker-dealers. The handling 
and processing of customers’ funds and 
securities is a complex process and to a 
degree the necessary safeguards em­
bodied in Rule 15c3-3 reflect that proc­
ess. Inasmuch as the rule is compre­
hensive, touching upon many phases of 
the broker-dealer’s business, its uniform­
ity of application may lead in certain 
instances to significant impact upon 
some broker-dealers.-Such impact may 
be attributable to a unique manner in 
which securities may be processed or 
held by a particular broker or to the type 
of business engaged in by the broker- 
dealer. These broker-dealers are en­
couraged to consult with the staff of the 
Commission in the case where the rule 
works an operational hardship or 
severely impacts to determine if substi­
tute procedures can be devised which 
offer equal protection to customer assets 
or to ascertain whether a phasing in of 
a particular Drovision of the rule might 
be appropriate.

The operations of Rule 15c3-3 will be 
carefully monitored by the Commission 
to determine whether there will be need 
in the public interest and for the pro­
tection of investors to tighten or relax 
any of the restraints and time frames 
embodied in the rule. The Com m ission 
recognizes that this is by no means. a 
final solution and that work must con­
tinue to develop a total systems approach 
which will reduce the time required to 
clear and settle securities transactions, 
reduce the paperwork, and increase 
the safety o f customers’ funds and 
securities.

S tatutory  B asis and E ffective D ate

The Securities and Exchange Commis­
sion, acting pursuant to the provision of 
the Securities Exchange Act of 1934 and 
the Securities Investor Protection Act of 
1970, particularly sections 15(c)(3 ), 
15 (c)(2 ), 17(a) and 23(a) of the Exr

change Act as well as section 6(c) (2) CC) 
(iii) of the SIPC Act, and deeming it in 
the public interest and for the protection 
of investors, hereby adopts new § 240.15c 
3-3 in Part 240 of Chapter n  of Title 17 
of the Code of Federal Regulations as set 
forth below, effective January 15, 1973:
§ 240.15c3—3 Customer protection— re­

serves and custody of securities.
(a) Definitions. For the purpose of 

this section:
(1) The term “customer” shall mean 

any person from whom or bn whose be­
half a broker or dealer has received or 
acquired or holds funds or securities for 
the account of such person, but shall not 
include a broker or dealer, or a general, 
special or limited partner or director or 
officer of a broker or dealer, or any per­
son to the extent that such person has 
a claim for property or funds which by 
contract, agreement or understanding, 
or by operation of law, is part of the 
capital of the broker or dealer or is sub­
ordinated to the claims of creditors of 
the broker or dealer: Provided, however, 
That the term “ customer” shall also in­
clude a broker or dealer but only insofar 
as such broker or dealer maintains a 
special omnibus account carried with 
another broker or dealer in compliance 
with section 4(b) of Regulation T under 
the Securities Exchange Act o f 1934 (12 
CFR Part 220).

(2) The term “securities carried for 
the account of a customer” (hereinafter 
also “ customer securities” ) shall mean:

(i) securities received by or on behalf 
of a broker or dealer for the account of 
any customer and securities carried long 
by a broker or dealer for the account of 
any customer; and

(ii) securities sold to, or bought for, 
a customer by a broker or dealer.

(3) The term “fully paid securities” 
shall include all securities carried for 
the account of a customer in a special 
cash account as defined in Regulation 
T promulgated by the Board of Gov­
ernors of the Federal Reserve System, 
as well as margin equity securities 
within the meaning of Regulation T  
which are carried for the account of a 
customer in a general account or any 
special account under Regulation T  dur­
ing any period when section 8 of Regu­
lation T (12 CFR 220.8) soecifies that 
margin equity securities shall have no 
loan value in a general account or spe­
cial convertible debt security account, 
and all such margin equity securities in 
such account if they are fully paid: 
Provided, however, That the term “ fully 
paid securities” shall not apply to any se­
curities which are purchased in transac­
tions for which the customer has not 
made full payment.

(4) The term “margin securities” 
shall mean those securities carried for 
the account of a customer in a general 
account as defined in Regulation T, as 
well as securities carried in any special 
account (such general or special ac­
counts hereinafter referred to as “mar­
gin accounts” ) other than the securities 
referred to in paragraph (a )(3 ) of this 
section.

(5) The term “excess margin securi­
ties” shall mean those securities referred 
to in paragraph (a) (4) of this section 
carried for the account of a customer 
havipg a market value in excess of 140 
percent of the total of the debit balances 
in the customer’s account or accounts 
encompassed by paragraph (a)(4) of 
this section which the broker or dealer 
identifies as not constituting margin 
securities.

(6) The term “qualified security” 
shall mean a security issued by the 
United States or a security in respect of 
which the principal and interest are 
guaranteed by the United States.

(7) The term “bank” shall mean a 
bank as defined in section 3(a)(6) of 
the Act and shall also mean any build­
ing and loan, savings and loan or similar 
banking institution subject to supervi­
sion by a Federal banking authority. 
With respect to a broker or dealer who 
maintains his principal place of busi­
ness in the Dominion of Canada, the 
term “ bank” shall also mean a Canadian 
bank subject to supervision by an au­
thority of the Dominion of Canada.

(8) The term “ free credit balances" 
shall mean liabilities of a broker or 
dealer to customers which are subject 
to immediate cash payment to customers 
on demand, whether resulting from sales 
of securities, dividends, interest, deposits 
or otherwise, excluding, however, funds 
in commodity accounts which are segre­
gated in accordance with the Commodity 
Exchange Act or in a similar manner. -

(9) The term “other credit balances' 
shall mean cash liabilities of a broker or

aler to customers other than free 
edit balances and funds in commodi- 
ss accounts segregated as aforesaid. 
(10) The term “funds carried for the 
count of any customer” (hereinafter 
so “ customer funds” ) shall mean all 
ee credit and other credit balances 
rried for the account of the customer, 
(b) Physical possession or control oj 
purities. (1) A broker or dealer shau 
omptly obtain and shall thereafter 
aintain the physical possession or co ■ 
)1 of all fully-paid securities and ex- 
ss margin securities carried by a or 
dealer for the account of cust(® 1 ._ 

(2) A broker or dealer shaU n°t 
emed to be in violation of the P 
sions of paragraph (b) (1) of this 
in regarding physical possession 
ntrol of customers’ securities  ̂
the result of normal busmess pe 

ins, temporary lags occur betw ^
ne when a security is requm ker 
the possession or control ^ l e(j ̂  
dealer and the time that 
s physical possession or unde 
>1, provided that the broke or ^  
kes timely steps in good faitn ^ 
blish prompt physical P° ^  j* 
ntrol. The burden of Proof ^  
the broker or dealer to es g ^ n  

e failure to obtain physical po^jhe j 
control of securities carri^ g V  

count of customers as ^ ^ ^ 1 7  
raph (b )(1 ) a f f ^  | 
nporary and solely the. r ding. same 
il business operations ^  “^ u n d ). 
y receipt and redelivery (turnaro
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and-to establish that he has taken timely 
steps in good faith to place them in his 
physical possession or control.

(c) Control of securities. Securities 
under the control of a broker or dealer 
shall be deemed to be securities which:

(1) Are represented by one or more 
certificates in the custody or control of a 
clearing corporation or other subsidiary 
organization of either national securities 
exchanges or of a registered national se­
curities association, or of a custodian 
bank in accordance with a system for the 
central handling of securities .complying 
with the provisions of §§ 240.8c-l(g) and 
240.15c2-l(g) the delivery of which cer­
tificates to the broker or dealer does not 
require the payment of money or value, 
and if the books or records of the broker 
or dealer identify the customers entitled 
to receive specified quantities or units of 
the securities so held for such customers 
collectively: or

(2) Are carried for the account of any 
customer by a broker or dealer and are 
carried in a special omnibus account in 
the name of such broker or dealer with 
another broker or dealer in compliance 
with the requirements of section 4(b) of 
Regulation T under the Act (12 CFR 
220.4(b)), such securities being deemed 
to be under the control of such broker or 
dealer to the extent that he has in­
structed such carrying broker or dealer 
to maintain physical possession or con­
trol of them free of any charge, lien, or 
claim of any kind in favor of such car­
rying broker or dealer or any persons 
claiming through such carrying broker 
or dealer; or

(3) Are the subject of bona fide items 
°* ,!ransfer: Provided that securities 
shall be deemed not to be the subject 
or bona fide items of transfer if, within 
o calendar days after they have been 

transmitted for transfer by the broker 
or dealer to the issuer or its transfer 
agent, new certificates conforming to the 
nnM?C10ns °* ^ e  broker or dealer have 

,b®en received by him, he has not 
!S ?Vd ^ritten statement by the is- 
the h.1" 1H transfer agent acknowledging 

instructions and the pos- 
E i !L ° f the se°urities or he has not 
ticket f5« a r.evalidation of a window 
to tho 0n?.a b u s ie r  agent with respect 

the certificate delivered for transfer:

Positnr^fm the custody of a fore 
eign prill foreign clearing agency
sion 2 * * “  bank which the c< 
dealer^ applicati°n from a br< 
exchanpp reglstered national se<
S S gL or ai-registered na*<”
bon 1shanS°Hla l̂on’ or upon its ox 
control inn designate as a satis: 

<5)°ArpCif 10£ . for securities ;■ or 
a bank as CUStody or con 
the Act ih ?  ^ ed m section  3 (a  
to the b rok t V,ery o f  w hich  se' 
the payment “/  dealer does not 
bank E t  f  ? oney or  value £ 
that th* g ^ k now led ged  in
* £ " % ? * * * * * >  
security in»51* 160110■a° r  rieht, j y interest, lien or claim

kind in favor of a bank or any person 
claiming through the bank; or

(6) (i) Are held in or are in transit 
between offices of the broker or dealer; 
or (ii) are held by a corporate subsidiary 
if the broker or dealer owns and exer­
cises a majority of the voting rights of 
all of the voting securities of such sub­
sidiary, assumes or guarantees all of the 
subsidiary’s obligations and liabilities, 
operates the subsidiary as a branch office 
of the broker or dealer, and assumes full 
responsibility for compliance by the sub­
sidiary and all of its associated persons 
with the provisions of the Federal securi­
ties laws as well as for all of the other 
acts of the subsidiary and such associ­
ated persons; or

(7) Are held in such other locations 
as the Commission shall upon application 
from a broker or dealer find and desig­
nate to be adequate for the protection of 
customer securities.

(d) Requirement to reduce securities 
to possession or control. Not later than 
the next business day, a broker or dealer, 
as of the close of the preceding business 
day, shall determine from his Ebooks or 
records tne quantity of fully paid securi­
ties and excess margin securities in his 
possession or control and the quantity of 
fully paid securities and excess margin 
securities not in his possession or control. 
In making this daily determination in­
active margin accounts (accounts having 
no activity by reason of purchase or sale 
of securities, receipt or delivery of cash 
or securities or similar type events) may 
be computed not less than once weekly. 
If such books or records indicate, as of 
such close of the business day, that such 
broker or dealer has not obtained phys­
ical possession or control of all fully paid 
and excess margin securities as required 
by this section and there are securities 
of the same issue and class in any of the 
following noncontrol locations:

(1) Securities subject to a lien secur­
ing moneys borrowed by the broker or 
dealer or securities loaned to another 
broker or dealer or a clearing corpora­
tion, then the broker or dealer shall, not 
later than the business day following the 
day on which such determination is 
made, issue instructions for the release 
of such securities from the lien or return 
of such loaned securities and shall obtain 
physical possession or control of such 
securities within two business days fol­
lowing the date of issuance o f the in­
structions in the case of securities sub­
ject to lien securing borrowed moneys 
and within five business days following 
the date of issuance of instructions in 
the case of securities loaned; or

(2) Securities included on his books 
or records as failed to receive more than 
30 calendar days, then the broker or 
dealer shall, not later than the business 
day following the day on which such 
determination is made, take prompt 
steps to obtain physical possession or 
control of securities so failed to receive 
through a buy-in procedure or other­
wise; or

(3) Securities receivable by the broker 
or dealer as a security dividend receiv­

able, stock split or similar distribution 
for more than 45 calendar days, then the 
broker or dealer shall, not later than the 
business day following the day on which 
such determination is made, take prompt 
steps to obtain physical possession or 
control of securities so receivable 
through a buy-in procedure or 
otherwise.

(e) Special reserve bank account for 
the exclusive benefit of customers. (1) 
Every broker or dealer shall maintain 
with a bank or banks at all times when 
deposits are required or hereinafter 
specified a “Special Reserve Bank Ac­
count for the Exclusive Benefit of Cus­
tomers” (hereinafter referred to as the 
“Reserve Bank Account” ), and it shall 
be separate from any other bank ac­
count of the broker or dealer. Such 
broker or dealer shall at all times main­
tain in such Reserve Bank Account, 
through deposits made therein, cash 
and/or qualified'securities in an amount 
not less than the amount computed in 
accordance with the formula set forth 
in § 240.15c3-3a.

(2) It shall be unlawful for any broker 
or dealer to accept or use any of the 
amounts under items comprising Total 
Credits under the formula referred to in 
paragraph (e)(1 ) of this section except 
for the specified purposes indicated under 
items comprising Total Debits under the 
formula, and, to the extent Total Credits 
exceed Total Debits, at least the net 
amount thereof shall be maintained in 
the Reserve Bank Account pursuant to 
paragraph (e) (1) of this section.

(3) Computations necessary to deter­
mine the amount required to be deposited 
as specified in paragraph (e) (1) o f this 
section shall be made weekly, as of the 
close o f the last business day of the week, 
and the deposit so computed shall be 
made no later than 1 hour after the 
opening of banking business on the sec- 
and following business day; provided, 
however, a broker or dealer which has 
aggregate indebtedness not exceeding 800 
percent of net capital (as defined in 
§ 240.15c3-l or in the capital rules of a 
national securities exchange of which it 
is a member and exempt from § 240.15c3- 
1 by subparagraph (b )(2 ) thereof) and 
which carries aggregate customer funds 
(as defined in paragraph (a) (10) of this 
section), as computed at the last re­
quired computation pursuant to this sec­
tion, not exceeding $1 million, may in 
the alternative make the computation 
monthly, as of the close of the last busi­
ness day of the month, and, in such 
event, shall deposit not less than ' 105 
percent of the amount so computed no 
later than 1 hour after the opening of 
banking business on the second follow­
ing business day. If a broker or dealer, 
computing on a monthly basis, has, at 
the time of any required computation, 
aggregate indebtedness in excess of 800 
percent of net capital, such broker or 
dealer shall thereafter compute weekly 
as aforesaid until four successive weekly 
computations are made, none of which 
were made at a time when his aggregate 
indebtedness exceeded 800 percent of his
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net capital. Computations in addition to 
the computations required in this sub- 
paragraph (3), may be made as of the 
close of any other business day, and the 
deposits so computed shall be made no 
later than 1 hour after the opening of 
banking business on the second follow­
ing business day. The broker or dealer 
shall make and maintain a record of each 
such computation made pursuant to this 
subparagraph (3) or otherwise and pre­
serve each such record in accordance 
with § 240.17a-4.

(f) Notification of banks. A broker or 
dealer required to maintain the reserve 
bank account prescribed by this section 
or who maintains a special account re­
ferred to in paragraph (k) o f this sec­
tion shall obtain and preserve in accord­
ance with § 240.l7a-4 written notifica­
tion from each bank in which he has his 
reserve bank account or special account 
that the bank was informed that all cash 
and/or qualified securities deposited 
therein are being held by the bank for 
the exclusive benefit of customers of the 
broker or dealer in accordance with the 
regulations of the Commission, and are 
being kept separate from any other ac­
counts maintained by the broker or 
dealer with the bank, and the broker or 
dealer shall have a written contract with 
the bank which provides that the cash 
and/or qualified securities shall at no 
time be used directly or indirectly as se­
curity for a loan to the broker or dealer 
by the bank and, shall be subject to no 
right, charge, security interest, lien, or 
claim of any kind in favor of the bank or 
any person claiming through the bank.

(g) WithdravMlsJrom the reserve bank 
account. A broker or dealer may make 
withdrawals from his reserve bank ac­
count if and to the extent that at the 
time of the withdrawal the amount re­
maining in the reserve bank account is 
not less than the amount then required 
by paragraph (e) of this section. A bank 
may presume that any request for with­
drawal from a reserve bank account is in 
conformity and compliance with this 
paragraph (g ). On any business day on 
which a withdrawal is fnade, the broker 
or dealer shall make a record of the com­
putation on the basis o f which he makes 
such withdrawal, and he shall preserve 
such computation in accordance with 
§ 240.17a-4.

(h) Buy-in of short security differ­
ences. A broker or dealer shall within 45 
calendar days after the date of the exam­
ination, count, vertiflcation and compari­
son of securities pursuant to I 240.17a-13 
or otherwise or to the annual report o f 
financial condition in accordance with 
§ 240.17a-5, buy-in all short security dif­
ferences which are not resolved during 
the 45-day period.

(i) Notification in the event of failure 
to make a required deposit. If a broker 
or dealer shall fail to make in his reserve 
bank account or special account a. de­

posit, as required by this section, the 
broker or dealer shall by telegram im­
mediately notify the Commission, the 
Securities Investor Protection Corp., and 
the regulatory authority for the broker or 
dealer, which examines such broker or 
dealer as to financial responsibility and 
sha.il promptly thereafter confirm such 
notification in writing.

(j) Specifically identifiable property. 
For the purpose of section 6(c) (2) (C)
(iii) of the Securities Investor Protec­

tion Act o f 1970 (15 U.S.C. 78fff(c) (2) 
(C) (i ii)) the following are hereby deter­
mined to be allocated to and shall con­
stitute the specifically identifiable prop­
erty of customers:

(1) All fully paid and excess margin 
securities in the physical possession or 
control (including any such securities 
under the control of the broker or dealer 
in which a customer can demonstrate 
ownership rights where the condition of 
the books or records of the broker or 
dealer may otherwise fail to accurately 
reflect such rights) of the broker or 
dealer or in transfer or stock dividend 
receivable shall constitute the specifi­
cally* identifiable property of customers 
having claims for fully paid and excess 
margin securities as their interests may 
appear from the books or records of the 
broker or dealer or as is otherwise estab­
lished by a preponderance of the evi­
dence or to the satisfaction of a trustee 
appointed pursuant to section 5(b) of 
the Securities Investor Protection Act 
(15U.S.C. 78eee(b)).

(2) The cash and qualified securities 
on deposit in the reserve bank account 
of a broker or dealer shall be deemed to 
be the specifically identifiable property 
of those customers of the broker or 
dealer who have free credit balances.

(3) I f specifically identifiable property 
allocable to customers pursuant to sub- 
paragraph (1) or (2) of this paragraph 
is insufllcient to satisfy the respective 
claims of such customers, such specifi­
cally identifiable property shall be pro­
rated among such customers in accord­
ance with their respective interests.

(4) If the specifically identifiable 
property allocable to either of the spec­
ified classes o f customers referred to 
in subparagraph (1) or (2) of this para­
graph exceeds their aggregate claims 
against such property, such excess shall 
thereafter constitute part of the “ Single 
and Separate Fund” provided for in sec­
tion 6 (c )(2 )(B ) the Securities Investor 
Protection Act (15 U.S.C. 78fff (c) (2) 
(B )).

(k) Exemptions. (1) The provisions of 
this section shall not be applicable to a 
broker or dealer meeting all of the fol­
lowing conditions:

(i) His dealer transactions (as prin­
cipal for his own account) are limited to 
the purchase, sale, and redemption of 
redeemable securities o f registered in­
vestment companies or of interests or

participations in an insurance company 
separate account, whether or not regis­
tered as an investment com pany; except 
that a broker or dealer transacting busi­
ness as a sole proprietor may also effect 
occasional transactions in other securi­
ties for his own account with or 
through another registered broker or 
dealer;

(ii) His transactions as broker (agent) 
are limited to: (a) The sale and re­
demption of redeemable securities of 
registered investment companies or of 
interests or participations in an insur­
ance company separate account, 
whether or not registered as an invest­
ment company; (6) the solicitation of 
share accounts for savings and loan as­
sociations insured by an instrumentality 
of the United States; and (c) the sale 
of securities for the account of a cus­
tomer to obtain funds for immediate 
reinvestment in redeemable securities of 
registered investment companies; and

(iii) He promptly transmits all funds 
and delivers all securities received in 
connection with his activities as a broker 
or dealer, and does not otherwise hold 
funds or securities for, or owe money or 
securities to, customers.

(iv) Notwithstanding the foregoing, 
this section shall not apply to any in­
surance company which is a registered 
broker-dealer, and which otherwise 
meets all of the conditions in subdivi­
sions ( i ) , ( i i) , and (iii) of this subpara­
graph, solely by reason of its participa­
tion in transactions that are a part of 
the business of insurance, including the 
purchasing, selling, or holding of securi­
ties for or on behalf of such company’s 
general and separate accounts.

(2) The provisions o f # this section 
shall not be applicable to a broker or 
dcstlcr *

(i) Who carries no margin accounts,
promptly transmits all customer fund® 
and delivers all securities received in* 
connection with his activities as a broker 
or dealer, does not otherwise hold funds 
or securities for, or owe money or securi­
ties—to, customers and effectuates au 
financial transactions between tne 
broker or dealer and his custome 
through one or more bank accounts, 
each to be designated as “Special a - 
count for the Exclusive Benefit of 
tomers of (name of the broker 
dealer)” ; or . . nr

(ii) Who, as an introducing broker or
dealer, clears all transactions witn 
for customers on a fully disclosed 
with a clearing broker or dealer, 
who promptly transmits aH o g j  
funds and securities to the 
broker or dealer which carries all 
accounts of such customers and , 
tains and preserves such 00°  . to
records pertaining thereto P la n t  'd
the requirements of I I ? « .«► *  “ J. 
240.17a-4 of this chapter, as ar ^  
tomarily made and kept by a 
broker or dealer.
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(3) Upon written application by a 
broker or dealer, the Commission may 
exempt such broker or dealer from the 
provisions of this section, either uncon­
ditionally or on specified terms and con­
ditions, if the Commission finds that the 
broker or dealer has established safe­
guards for the protection of funds and 
securities of customers comparable with 
those provided for by this section and 
that it is not necessary in the pub­
lic interest or for the protection of in­
vestors to subject the particular broker 
or dealer to the provisions of this 
section.

(1) Delivery of securities. Nothing 
stated in this section shall be construed 
as affecting the absolute right of a cus­
tomer of a broker or dealer to receive in 
the course of normal business operations 
following demand made on the broker 
or dealer, the physical delivery of cer­
tificates for:

(1) Fully-paid securities to which he 
is entitled and,

(2) Margin securities upon full pay­
ment by such customer to the broker or 
dealer of his indebtedness to the broker 
or dealer: and, subject to the right of 
the broker or dealer under § 220.7(b) of 
Regulation T [12 CFR 220.7(b)] to re­
tain collateral for his own protection be­
yond the requirements of Regulation T, 
excess margin securities not reasonably 
required to collateralize such customer’s 
indebtedness to the broker or dealer.

(m) Completion of sell orders on be- 
of customers. If a broker or dealer 

executes a sell order of a customer (other 
than an order to execute a sale of securi- 
aes which the seller does not own) and 
if for any reason whatever the broker* or 
dealer has not obtained possession of the 
securities from the customer within 10 
pmess days after the settlement date, 
me broker or dealer shall immediately 
thereafter close the transaction with the 
customer by purchasing securities of like 
jund and quantity: Provided, however, 
he term “customer” for the purpose of 

this paragraph (m) shall not include a 
or (*ealer wb°  maintains a special 

mniDus account with another broker or 
nf -ar i icomp^ance with section 4 (b) 

inf8? ation T 112 CFR 220.4(b)]. 
^ J Xtensions ° f time- If a registered 
town11?  securities exchange or a regis- 

securities association is 
in a broker or dealer is acting
and th l aitil makin& the application 
rant siiA,eXCfP^ona* circumstances war- 
ciatinn ^ ac l̂on.> such exchange or asso- 
deaier mo aPPlication of the broker or
in subnnrty ex? nd any Period specified ¡^Paragraphs (2) and (3) of para-
(no 0f parasraph (h) and paragraph
quireli? tw Ctl° V elating to the re"
take action 811011 broker or dealer 
time tohuv T*tlUn a designated period of 
limited a security> for one or more 
ckcu m s £ p ?  ^ “ uuensurate with the 
sssociation <5hñi?aChi sucb exchange or 
a Period of « í ? !1 m^ e and Preserve for 
of each ext«mVess than 3 years a record 
ParagranhXf^1?S1pIlv.?ranted pursuant to 
contSfPn (n> 0f tlus section which shall 
for the su“ unary of the justification 

**  * * * * *  of the extension.

§ 240.15c3—3a Exhibit A— formula for 
determination reserve requirement 
of brokers and dealers under 
§ 240.15c3-3 .

. Credits Debits

1. Free credit balances and other
credit balances in customers’ 
security accounts. (See Note 
A ) . ........................... ...............

2. Monies borrowed collateralized
by securities carried for the 
accounts of customers...............

3. Monies payable against cus­
tomers’  securities loaned.........

4. Customers’ securities failed to
receive....... .................................

5. Credit balances in firm accounts
which are attributable to 
principal sales to customers...

6. Market value of stock dividends,
stock splits and similar distri­
butions receivable outstand­
ing over 30 calendar days........

7. Market value of short security
count differences over 30
calendar days old.................. .

8- Market value of short securities 
and credits (not to be offset by 
longs or by debits) in all 
suspense accounts over 30
calendar days...........................

9. Market value of securities which 
are in transfer in excess of 40 
calendar days and have not 
been confirmed to be in trans­
fer by the transfer agent or the 
issuer during the last 40 days..

10. Debit balances in customers’
cash and margin accounts 
excluding unsecured accounts 
and accounts doubtful of 
collection. (See Note B ).........

11. Securities borrowed to effectuate
short sal^s by customers and 
securities borrowed to make 
delivery on customers’ securi­
ties failed to deliver.................. .

12. Failed to deliver of customers’
securities not older than 30 
calendar d a y s ... ....................... .

$xxx

X X X

X X X

X X X

X X X

X X X

X X X

X X X

X X X

$xxx

X X X

X X X

Total........................... . X X X X X X

13. Excess of total credits (sum of 
items 1-9) over total debits 
(sum of items 10-12) required 
to be on deposit in the 
“ Reserve Bank Account" 
(§ 240.15c3-3(e)). If the com­
putation is made monthly as 
permitted by this section, th8 
deposit shall be not less than 
105 percent of the excess of 
total credits ovei total debits... X X X

N ote  A . Item  1 shall include all outstanding drafts 
payable to customers which have been applied against 
free credit balances or other credit balances and shall 
also include checks drawn in excess of bank balances per 
the records of the broker or dealer.

N ote  B . (1) D ebit balances in margin accounts shall 
be reduced b y  the am ount b y  which a specific security 
(other than an exempted security) which is collateral for 
margin accounts exceeds in aggregate value 15 percent of 
the aggregate value of all securities which collateralize 
all margin accounts receivable: provided, however, the 
required reduction shall not be in excess of the amount of 
the debit balance required to be excluded because of this 
concentration rule. A  specified security is deemed to be 
collateral for a margin account only to the extent it  
represents in value not more than 140 percent of the 
customer debit balance in a margin account.

(2) D ebit balances in  customers’ cash and margin 
accounts included in the formula under item  10 shall be 
reduced by  an am ount equal to 1 percent of their 
aggregate value.

(Secs. 15(c)(2 ), 15(c)(3 ), 17(a), 23(a), 48 
Stat. 896, 897, 901, secs. 3, 4, 8, 49 Stat. 1377, 
1379, secs. 2, 5, 52 Stat. 1975, 1076, sec. 7(d ), 
84 Stat. 1653, 15 TJ.S.C. 78o(c), 78q(a), 78w 
(a ); sec. 6(c) 84 Stat. 1652,15 U.S.C. 78fff (c ) )

By the Commission.
[ seal] G ladys E. G reer,

Assistant Secretary.
N ovember 17, 1972.

[FR Doc.72-20327, Filed ll-28 -7 2 ;8 :45  am]

Title 2 1— FOOD AND DRUGS
Chapter I— Food and Drug Adminis­

tration, Department of Health, Ed­
ucation, and Welfare

SUBCHAPTER B— FOOD AND FOOD PRODUCTS

PART 121—-FOOD ADDITIVES
Subpart F— Food Additives Resulting 

From Contact With Containers or 
Equipment and Food Additives 
Otherwise Affecting Food

R ubber A rticles I ntended for R epeated 
U se

The Commissioner of Food and Drugs, 
having evaluated the data in a petition 
(FAP 1B2635) filed by the B. F. Good­
rich Co., 500 South Main St., Akron, OH 
44318, and other relevant material, con­
cludes that the food additive regulations 
should be amended, as set forth below, 
to provide for the safe use of polyure­
thane resins as elastomers in the formu­
lation of rubber articles intended for 
repeated food-contact use.

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 409(c)(1), 72 Stat. 1786; 21 
U.S.C. 348(c)(1)) and under authority 
delegated to the Commissioner (21 CFR 
2.120), § 121.2562(c) (4) (i) is amended 
by alphabetically adding to the list of 
substances a new item, as follows:
§ 121.2562 Rubber articles intended for 

repeated use.
* ♦ * ♦ *

(c) * * *
(4) * * *
(i) Elastomers.

* * ' 9 * *
Polyurethane resins derived from re­

actions of diphenylmethane diisocyanate 
with adipic acid and 1,4-butanediol.

*  *  *  •  *

Any person who will be adversely af­
fected by the foregoing order may at any 
time within 30 days after its date of 
publication in the F ederal R egister file 
with the Hearing Clerk, Department of 
Health, Education, and Welfare, Room 
6-88, 5600 Fishers Lane, Rockville, MD 
20852, written objections thereto in quin­
tuplicate. Objections shall show wherein 
the person filing will be adversely af­
fected by the order and specify with par­
ticularity the provisions of the order 
deemed objectionable and the grounds 
for the objections. If a hearing is re­
quested, the objections must state the 
issues for the hearing. A hearing will 
be granted if the objections are sup­
ported by grounds legally sufficient to 
justify the relief sought. Objections may 
be accompanied by a memorandum or 
brief in support thereof. Received ob­
jections may be seen in the above office 
during working hours, Monday through 
Friday.

Effective date. This order shall become 
effective on its date of publication in the 
F ederal R egister (11-29-72).
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